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Question 1 


Jack, Sam and Sally were software engineers. They had worked for Prologic Ltd, an Australian 
software developer company, for many years. However, they were made redundant after the 
downturn in the IT industry. The three were good friends and regularly held social meetings where 
they discussed various new ideas together. Sam had an idea for developing a new computer game. 
He told Sally and Jack about his idea at a meeting in early January 2012. At the meeting, Sally also 
informed Sam and Jack that she had a similar idea. The three friends decided to work on the idea 
together with a view to profiting from the new computer game, named ‘the Parallel Worlds’ (TPW), 
which they believed would become a very popular game. In May 2012, Sam and Sally went to see 
Jack and showed him an early version of TPW. All of them contributed various suggestions to 
improve the game further. Three months later, they were able to produce the final version of TPW. 


At a meeting in August 2012, Sam produced a draft agreement, which he intended would be signed by 
the three of them. The draft agreement provided that: 


Regarding the computer game, titled ‘the Parallel Worlds’, we, the undersigned, 
unanimously agree to share all profits and/or income accruing from the sale, lease or licence 
of the abovementioned game. The game was originally developed by Sam and Sally, with 
the subsequent assistance and added concepts of Jack. We are the originators and equal 
share owners of the said computer game. We reserve all rights and the copyright in the said 


game. 


Underneath were typed ‘Signed’ and the names of the three intended parties to the draft Agreement. 
Sam and Sally signed the agreement, but Jack refused to sign. Jack explained that he totally agreed 
with the propositions recorded in the agreement, but he did not sign it because he wanted the terms of 
the agreement to be drawn up by his solicitor. However, before his solicitor was able to draw up a 
new agreement, Jack had a personal argument with Sam. He has not attended any meetings organised 
by Sam and Sally since September 2012. 


In January 2013, without informing Jack and seeking his approval, Sam and Sally granted an 
exclusive licence of the copyright of TPW to Excel Games Ltd (EG) in return for a royalty of 
$200 000 per annum. 


Jack was very disappointed when he found out that Sam and Sally had licensed the copyright of TPW 
to EG without his consent. Jack told Sam and Sally that he was entitled to a share of the royalty they 
received from EG. But Sam and Sally argued that Jack was not entitled to share any proceeds made 
from the licence of the game because he had been absent from the meetings for over three months and 
had consequently abandoned the project. 


Advise Jack on both (a) and (b): 


(a) Is Jack entitled to a share of the profits made from the licensing of the copyright in 
TPW? 


(b) What remedy, if any, may Jack seek against Sam and Sally? 
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Question 2 


Apex Ltd (Apex) is a public company listed on the Australian Securities Exchange. Global Building 
Products Ltd (GBP) was a wholly owned subsidiary of Apex Ltd (Apex), involved in the production 
of asbestos materials from 1945 until 1970 when GBP was dissolved. 


Dorak had been employed by GBP for over ten years during 1950 and 1965. During the course of his 
employment, Dorak was exposed to asbestos. As a result of exposure to asbestos during that period of 
employment, Dorak was diagnosed with asbestosis in 2009. However, GBP no longer existed and had 
no policy of insurance covering claims for damages for asbestosis. Faced with these realities, Dorak 
chose to take an action against Apex, his former employer’s parent company, alleging that Apex, in 
addition to GBP, owed him a direct duty of care during the time of his employment and that Apex was 
in breach of that duty. Apex, however, denied that it owed a duty of care to Dorak, a former employee 
of GBP, arguing that the fact that Apex was the parent company of GBP did not of itself give rise to 
duties owed by Apex for the health and safety of former employees of its subsidiary company. 


Advise Dorak on both (a) and (b): 


(a) Did Apex owe a duty of care toward Dorak as a former employee of GBP under the 
general law and the Corporations Act 2001 (Cth)? 


(b) If so, was Apex in breach of the duty of care owed to Dorak? 
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Question 3 


Quick Ltd has been listed on the Australian Securities Exchange (ASX) since 2007. Quick is a 
leading transport and logistics company in New South Wales (NSW), providing supply chain and 
distribution solutions to all types of businesses. The company was in a strong financial position in the 
financial year ending 30 June 2012. 


On 1 July 2012, Danny became the managing director of Quick. The other directors of Quick were 
Amy, Barak and Chan. The day-to-day management of Quick was left to Danny. Amy, Barak and 
Chan conceived their role as that of planning and policy-making. 


In October 2013, the Supreme Court of NSW appointed a liquidator to Quick. An investigation of the 
affairs of Quick by the liquidator disclosed a shortage of funds of almost $4 million in the financial 
year ending 30 June 2013. 


Although there had been a steady increase in Quick’s revenue in the financial year ending 30 June 
2012, the liquidator reported the following transactions which occurred during the financial year 
ending 30 June 2013: 


1. In July 2012, Quick purchased a $4 million vineyard in the Hunter Valley region in NSW from DJ 
Pty Ltd (DJ) of which Danny and his wife, Jenny, were the only directors and shareholders. Upon 
resale, it was only likely to realise $2 million and thus representing an expected net loss of $2 
million. 

2. In August 2012, Quick purchased five new transport trucks which were subsequently proved to be 
unsuitable and had to be replaced at a net loss of $900 000. 

3. In September 2012, Danny had himself fraudulently misappropriated about $1 million from 
Quick’s bank account to finance his extravagant lifestyle. 


Danny did not disclose his interest in DJ to the Quick board. Although Amy, Barak and Chan knew 
about Danny’s interest in DJ, they did not raise this issue with Danny because they believed that 
Danny was acting in the best interests of Quick. As early as November 2012, Amy, Barak and Chan 
had a suspicion that Quick was unable to pay the large number of unpaid bills but they believed such 
debts would occur in the ordinary course of business. 


Advise the liquidator on both (a) and (b): 


(a) Is there any possibility of legal action against all or any of the directors in Quick? 


(b) Consider the position of each of the company’s directors and their likelihood of running 
a successful defence to the action that might be taken. 
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Question 4 


MBC Ltd (MBC) is an Australian listed company which owns a chain of golf equipment stores 
throughout Australia. The majority shareholders of the company comprise the Dundee family. Mick 
Dundee, the Chief Executive Officer (CEO) of MBC, is keen to retire and pass the role of CEO over 
to his son, Simon Dundee. Simon has been on the MBC board of directors for two years. 


MBC is audited by GMG, a small accounting firm that specialises in complex audit work with 3 
partners and 8 accountants. GMG has been auditing the accounts of MBC for 3 years and the partner 
in charge of the audit, Alinga, is a close friend of Mick Dundee. 


During the audit for the 2012/2013 financial year, Nancy, a junior auditor employed by GMG with 
only one year’s experience in auditing, discovered some discrepancies during her testing of the level 
of inventories. Nancy is also friendly with a fashion designer, Ellin. In September 2013, Nancy 
attended the launch of Ellin’s new fashion collection. The invitation said ‘Ellin’s new collection — 
brought to you by Simon Dundee.’ When Nancy spoke to Ellin, Ellin told Nancy that Simon had 
given her a blank MBC cheque for $1 million to fund the collection. 


Nancy reported both the discrepancies with the inventories and her conversation with Ellin to Alinga. 
Alinga replied: ‘Look Nancy, it’s Mick’s last set of accounts as CEO, so let’s not upset him and I’m 
sure everything is fine as he is a great manager.’ As a result, Nancy made no further enquiries into 
these matters. In October 2013, the financial accounts for MBC were signed off by the directors and 
the auditors and were released to the Australian Securities Exchange (ASX). 


In December 2013, a rival golf equipment retailer, Northern Golf Ltd (NGL), launched a takeover bid 
for MBC. The board of MBC decided to support the takeover and offered NGL the opportunity to 
examine its books and conduct a full due diligence. NGL declined and said that it was content to rely 
on MBC’s published annual financial statements. The takeover was successful and in January 2014, 
NGL took full control of MBC. After the takeover, NGL discovered that the inventories were 
overstated in the accounts by $5 million and that Simon had not been authorised to give the cheque of 
$1 million to Ellin. 


Answer both (a) and (b): 


(a) Has GMG breached any duties owed to MBC under the general law and the Corporations 
Act 2001 (Cth)? 


(b) What remedy, if any, may MBC seek against GMG? 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 


